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National Foundation for Women Business Owners

SHORT-TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Three-quarters of all women-owned businesses have sought short-term financing within

the past year. By far, the largest single type of short-term financing used by women

business owners is credit cards. This varies significantly from the findings of the Arthur

Andersen/NSBU study, in which more small businesses use bank loans and vendor

credit than credit cards for short-term financing.

• One half (52%) of women-owned firms have used credit cards for short

term financing within the past year, compared with 18% of all small to

medium-sized firms.

• Other types of short-term financing used by women-owned firms are:

vendor credit (38%), commercial bank loans (26%), leasing equipment

(21%) and personal bank loans (18%).

• Credit cards are used most frequently by smaller firms (both women- and

men-owned), while the use of bank loans and leasing equipment is higher

among larger firms.
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Comparison of Types of Short Term
Financing Used

52

-- - --~ --_. ---

-------------
..

Pe/'S't:otMl lMnIc ana ..1'- ;;,

30

- - --~- ---- ,
---------.

-- - - --

-----
21

o 10

\- ~.1oClWMCtau.n..... 0 All.,.." buIil..... 1

---~-~,.......--...1

Financing the Busineu 9



National Foundation for Women Business Owners

Despite the problems encountered when seeking financing for their business, banks are

the most popular source of short-term financing for women and men business owners

alike. However, a larger proportion of women business owners rely on private sources

for financing than do their male counterparts.

• Just over half (52%) of women-owned businesses have used a

commercial bank for short-term financing within the past year, and usage

increases with the size of the business - from 42% among those with

fewer than 5 employees to 71% among those businesses with 25 or more

employees. Similarty, 51 % of all small to medium-sized businesses have

used a bank for short-term capital needs.

• Other sources of short-term capital for women business owners include

business eamings (38%), private sources such as personal savings,

family and friends (33%), and vendors (25%).

• VVhiJe 33% of women business owners utilize private sources for short

term capital needs, only 10% of all businesses seek short-term capital

from private sources.

Financing the Business 10



National Foundation for Women Business Owners

Sources of Short Term Capital
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National Foundation for Women Business Owners

LONG·TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Just over six in 10 women business owners (61 %) state that they have long-term capital

needs, somewhat less than the 75% cited by all small- to medium-sized firms. The

types of long-term capital sought within the past year or that women business owners

plan to seek in the next 12 months include term loans from a financial institution and

equipment leasing.

• Larger businesses are much more likely to be in the market for long-term

financing than small firms. Only 45% of wornen-owned finns with less than

five employees say they have or plan to seek long-tenn financing I while

fully 75% of those with 25 or more employees are in the market.

• Forty-five percent (45%) ofwomen-owned finns in the market for long

tenn financing (28% overall) have used or plan to use a tenn loan from a

financial institution.

• Forty-two percent (42%) of those in the market (26% overall) have leased

or plan to lease equipment on a long-term basis.

• Women-owned firms are less likely to use equity capital for long-term

financing needs. Only 12% of those in the market (7% overall) have

sought or plan to seek equity capital, compared to 19% and 14%,

respectively, of all small- to medium-sized firms.
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Types of Long Term Capital
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National Foundation for Women Business Owners

Although the long-term capital needs of women-owned businesses are similar to most

businesses, a greater proportion of women-owned firms are turning, or are forced to

tum, to private sources of funding - and multiple sources of funding - rather than to

banks for their long-term capital needs.

• The largest single source of long-term capital, for both women- and men

owned businesses, are financial institutions. Banks are the source of 60%

of the long-term capital needs of women-owned firms, while they supply

52% of the long-term capital needs for small- and medium-sized

businesses as a whole.

• Other important sources for long-tenn capital needs are private sources

(34% for women-owned finns, 15% in general), business earnings (33%

women-owned firms. 23% in general), and leasing companies (29% for

women-owned firms, 19% for all firms).

• Larger women-owned businesses are more likely to use banks for long

term capital requirements. while smalter firms tum to private sources to

nearly the same extent as they do to banks. However, regardless of

business size, women business owners are tapping private sources. and

a wider variety of sources, at a greater rate than are other business

owners.
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Comparison of Sources of Long Term
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National Foundation for Women Business Owners

SUMMARY AND CONCLUSIONS

Women-owned businesses are a growing and increasingly significant sector of the

nation's economy. They provide employment for more people in the United States than

the Fortune 500, increased sales and employment last year despite slow economic

growth, and are poised for continued expansion and growth in the coming years.

Unfortunately, there are barriers to this continued growth. Financing their business'

growth remains a key concern to women business owners, and access to capital is

identified by them as one of the most significant barriers to their business' growth.

Among the key findings of this analysis of the types and sources of financing among

women business owners:

• Women business owners rate themselves as somewhat conservative in

their financial policies, placing themselves an average 2.45 on a 1 to 5

scale. FUlly 51% place themselves on the conservative end of the scale,

28% in the middle, and 17% classify themselves as aggressive financially.

Women-owned businesses neither expand nor contrad as rapidly as

other businesses, making them a safer risk for investors and lenders.

• Fully two-thirds of women business owners report difficulties in working

with their financial institutions; women-owned businesses are 22% more

likely to report problems dealing with their bank than are businesses at

large.

Financing the Business
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National Foundation for Women Business Owners

• Three-quarters of all women-owned businesses have sought short-term

financing within the past year; the largest single type of short-term

financing used by women business owners is credit cards. Women-owned

firms are much heavier credit card users than other small firms. most of

whom use bank loans and vendor credit for short-term financing.

• Despite the problems encountered when seeking financing for their

business, banks are the most popular source of short-term financing for

women and men business owners alike. However, a larger proportion of

women business owners rely on private sources for financing than do their

male counterparts.

• Just over six in 10 women business owners state that they have long-term

capital needs, a lower percentage than all small- to medium-sized firms.

The types of long-term capital sought within the past year or that women

business owners plan to seek in the next 12 months include term loans

from a financial institution and equipment leasing.

• Although the long-term capital needs of women-owned businesses are

similar to most businesses, a greater proportion of women-owned firms

are turning, or are forced to tum, to private sources, and to a wider variety

of sources, to fulfill their long-term capital needs.
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National Foundation for Women Business Owners

Business financing is one of the most important issues facing small businesses today. It

is a key concern among women business owners, who are encountering significant

barriers to assess to capital. These barriers are hindering the growth of these

businesses - businesses that are growing at a faster rate than the national average

despite these hindrances. Removal of these financial barriers would encourage even

stronger growth in this important sector, and would result in much greater economic

growth throughout the economy_
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National Foundation for Women Business Owners

METHODOLOGY

In November 1992, the National Foundation for Women Business Owners (NFWBO)

mailed 3,855 questionnaires to members of the National Association of Women

Business Owners (NAWBO). Of the 3,855 questionnaires sent out. 1,071 completed

questionnaires were returned - for an impressive 28% response rate.

A respondent base of 1,071 yields statistical reliability of plus or minus 3.2% at the 95%

confidence level. This means that, 95 times out of 100, survey responses will be within

3.2% of true population values.

The completed questionnaires were tabulated and analyzed by C.J. Olson Market

Research in Minneapolis, MN, a woman-owned research firm. Carolyn Olson,

President of C.J. Olson Market Research, also assisted NFWBO in the design of the

survey.
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UII (: HUltt"lr!:'!:'1 tl/l; 1I'llUIf/Ol1 ,'It!/TI(/!-' r, prOlal If) pal"llll!r Iiltb thl! .'"'/tlollal FOUlld,IItOII jor

\l'UI/I!:'11 HI/Slllt'S, Urnl!:'r, l.\'fWBOI (() prodl/l.!: rhl' c()l/lprl!hl!lf,'I/'e, emplncal ~'lti(11'on the,tlitt'

O!ff'J//{t'If",{t lied hl/,'IIIt','.'!:', 1/1 till! I lifted .\((/(t" Tilt' Idt'({ (or the "wdl' I/'CIS the Foundalton '",

f>(/{ e ;"."dl/cL'd I/J(;elh!:'r a 'flld\' Ihat dOOl/lIl!llt.' thl! POUI!/' of ff'f)/III!/l'QU'lIl!d buslliessl!s 1/1 thl! lilli/Oil'

t'C! JII(JI//\

Thl! swell'S polll!rJiti results, which are c'aptllred 1/1 this report,'WOlllen·O/t'lled Busmesses

Sr!:'akmg the Bou1Idarres, .. are Important to a lude ralrfle a/groups tn the business commUIlIIl'-

from bankers and marketers 10 potential slippirers and partners, This swdl' documents the enormou.'

progress tbat ll'olllen'OIl'ned businesses haL'e made tn the pastfeu' vl!ars

The swdl' and itsfindings are also important to Dun & Bradstreet As the u'or/d's largest pronder

ofblisilless·to-bltSmessfinanCial. credit and marketmg tnfonnatron. u'e take pride in tbe integnll'

and usefulness ofthe records /L'e maimam on more than 38 mil/ion bltSinesses around the /L'Orid

~e are pleased tbat, 01' prodding access to our tnfonnation andparticipating in the stud~' '~'

analvsis, u'e bar'e contnbuted to the production of this report, A.nd u'e knou' tbat the NFW1JO's dedica-

tlOn to supporting and a(il'ancing lL'omen-ou7Zed busmesses u'ill ensure tbat tbis information u'iI/ be

Il'idel\' disseminated to help us ail bener understand the acbier'ements and Significance ofu'omen·

oll'rred businesses,

~'T~
David T Kresge, PbD

Senior \-lee Presrdent. Analytical Sen-ices

Dun & Bradstreet Information Sen-ices. North America



"ilt' "( lilt' <leI/IIIII'.! !relld" oltbe /Jlh[ d<:LCuie Till,' it'pUrr de///()IISII·(il':S tht' cO/Ill/wed progress

"'II',,, f I{ /,l"Ide <llIei e.\u[t'///ellt at tbe lei t'I fJl £/d'It'I'://It'I/! ullci ':Co/WIIIIC co/ltnblitlOlI whICh these sta-

[ixi(/) , [i'ere lire - - II/[I/[on /('olllell-o/l'lIt'eI hll'/lI':.'-''''S III Ihe L' ::, , prol'ldmg O/'er ont'-[hlrd 1II0re

{oh, III tbe L'::, tban the Fortune ;()O coII/pm I Ie" prollde u'oridUlde Women-olnled bltSmesses are

'oanll'.! /Je\'0I1d [he cune exblbltlllR aho{e-merageflroll th rates lIlnumbers offinlls and emptor-

I/Ient Further this report sbO/l'S that tbest' IJ/ismesses are as jinanClath sound and credituorthr as all

'S firms

III 199.1. the S(({tOllal FoundattOn jar 'Xomen Busmess Oll'ners'jirst report ofstatzstics on u'omen-

owned 17lIsIIlesses stunned the business u'Orld by documentrng Icomen-ou'nedfirms' economlcforce

(lnd iJe~an (:hmzgtng the Icay these busrnesses are Ileu'ed EconomIC polin makers. financzal deci-

sion makers and corporaze leaders started to focus on u'omen-ou'ned businesses.

011r hope is that this report 1L'l1l further strengthen the recognition ofthe I'ital role u'omen-ou'ned

!JztSmesses plar ill the present andftttllre health ofour countn's eCOllom\'. thus creating opportuni-

[lesfor el'e/,' Icoman !Justness OU7zer

On behalfofall the u'omen business ou'ners u'hose accomplishments are documented in this

report, u'/! thank Dun c.:' Bradstreet information Sen'ices for collaborating with us. Certain~v access to

theIr bItS/ness database, the most comprehenszl'e rn the CS, U'as essential. .Wore important. their sub-

stantll'e collaboration tn the economic analvSls and report preparation demonstrates their recogni·

lIOn ofthe senousness and significance ofu 'Omen-owned businesses.

Ollr gratztude also goes to tU,'O corporations u'bicb baL'e supported et-ery' major National

Foundation for Women Business Owners' researcb project o['er the last four years. AT&Tand lB....,.

Thanks to them tbe bodl' oflmou:iedge about u'Omen-ou71ed businesses hasgrown significanl~V. Their

generosity bas made tbis report possible,

ebair. The ,val/anal Foundation for \ft>men Business auners

President and CEO. Prospect AssociQles
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EXECUTIVE ~UMMARY

~".. ,

Wom.n.Own.d Firms Are
Growing

• \\<1I11en-( )~\"neel firm, :Ire grow

m~ m numher Jnd \11 economIC

power. The ~Juonaj Foundation

for \Xomen BUSIness Owners now esumates

th:lt there are - - million women-owned

busmesses m the L.S .. emplonng 1':;; mil

lion people and generJung nearl\' 51.1 tril

lion m sales.

• ',X'ith these 1~;":; million workers. women

owned busmesses now emplov 350,0 more

people in the L.S. than the Fortune ;00

companies do worldwide.

• Emplovment grol;\"th m women-owned

firms exceeds the national average by a sub

stantial margin. From 1991 to 199'i. emplo\'·

ment grew bv 11.6% among commerClallv

active women-owned firms In the C.S. com·

pared with ;.3% among all firms. Empfov

ment growth in women-owned firms

exceeds the national average in nearly ever".

region in the country and in nearly everv

major industry.

Women-Ownecl FJrme Conti....
To Dlv......,

• Women-owned firms are continuing to

diversify. expanding beyond the boundaries

of what has popularly been considered "tra·

ditional" industries. In the 1980's. women

moved into wholesale trade, agriculture.

manufacturing and transportatiorvcommu

nlcauons at a higher rate than into any other

Industries. That trend continues today. The

number of women-owned construction and

manufacturing firms increased by 19.2% and

134%. respectively. between 1991 and 1994

Over that same period. the overall number

of firms in those indusrnes actuallv declined

11\ II ",..•lnd ";()Ll" \X()men-owned

hu,me:'l:'l<:':'l In tl-Jns[lortJt]on. com·

ll1untCltlOnS <:\ho!esJle trade. and

flnJnce IlbUrJnCe reJI estate grew

h\ neJrh ";U"". tWice the r.ue of mcrease In

tho,e lI1dustrles JS J whole.

• Though <:\'omen-owned bUSinesses conun·

ued. between 1991 Jnel 199'i. to expand into

·non-traditlonal" indusrnes. they sull main·

tamed theIr solid base in retail trade and sere

nces Full\' -2.':;°& of women-owned firms in

the L.S are m these two Industries.

Financial Strength Of Wo....n-Owned
Firms Match•• NatloM. Av.ra••

• Women-owned businesses are just as

financiallv strong and creditworthy as all

LS firms. with similar performance on bill

payment and similar levels of credit risk.

Fullv 92% of women-owned firms pay their

bills within 30 dayS of their due date; not

slgnificantlv different from the 93.6% for all

L.S firms. In addition. based on Dun &

Bradstreet's Credit Score, 40.;% of women·

owned firms are at risk of becoming delin

quent in paving their bills, compared to a

somewhat higher 44% of all U.S. firms.

Finallv. according to Dun & Bradstreet's

FinanCIal Stress Score. 14.7% of women

owned firms have a relatively high risk of

failure. not significantly different than the

13~% among all firms in the U.S.

W..........owned F""" Have
Stay"" Pow...

• Women business owners have tenacity.

Thev are more llkdy to have remained in

busmess over the past three years than the

:'1Verage L5. firm. Nearly three quaners

l ~2.2%) of the commercially active women·

owned firms in existence in 1991 are still in



I)U'1111.:" [,.d.!I, L( Illlj1.lrnl 1" I'" I·thlrd,

I 11() I, 'llr .111 hU'll1e"c'" III the L.S

• \\lII11Cn-, 1\\ Ilnl hll,lne"e~ :Ire no lon~er .I

ne" phenollH:non [n bn, the J~e ctl~rnhll'

rIt JIl of "omen-owned firms IS dose (0 that

()f.tll L'S firms, Just o\'er one-thlrct of com

merCialh' JCtlve women-owned firms (.3':;0" I

.Ire less thJn -+ l'e:.1rs old, compared to 39°"

among :.111 commerciallv actlve L.S, firms .\t

the other end uf the age spectrum. 28°{, of

women-owned firms have been III business

12 I'ears or more. compared to 30% of all

l'S firms,

• \\( Imen-o\\necl busmesses .Ire nor onlv

gn)\\ tn~ older. mJm' .Ire also growmg larger,

\X( )ll1en-( ",'ned firms With 100 or more

emplo\ee~. though still less than 1°0 of the

bu ...tnes~ population. are growing more \'151

ble Jnd plJnng a more important role III the

eLonoml The number of women-owned

firms with 100 or more emplo\'ees has

grown bv 18..3°6. compared to 91°-6 among

.Ill women-owned firms. Emplovment in

these larger firms has increased by an

Impressive 32;% from 1991 to 199'i. com

pared to a 11.60.6 increase III all commercial

ly active women-owned firms.

WOMEN-OWNED BUSINESSES:
BREAKING THE BOUNDARIES

~
ver the past decade, women-owned businesses have become increasingly recog

nized as a powerful economic and social force. More infonnation on a timely

basis is needed in order to keep up with the fast-paced growth of this key sector.

This is the second National Foundation for Woman Business Owners (NFWBO)

repon on the status of women-owned businesses in the U.S. These regular reports

supplement the Economic Census of Women-Owned Businesses p~blished by the

U.S. Census Bureau. 61ling in areas which the Census does not addcess. First, NFWBO

has gathered all of the relevant national level statistics from publicly avaUable sources

in order to estimate the number, size and economic force of women<JWlled business-

es nationally, as of 1994. Secondly, in this repon Dun & Bradstreet Infonnation

Services collaborates with NFWBO to provide detailed ulHo-date infonnation on the

status of commercially active women-owned businesses by size. industry and geo

graphic location. including imponam trends over the past three years.
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